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A government plan to pardon 70% of most overdue agricultural debt has run into opposition from
a number of campesino organizations and sympathetic legislators. Although the plan is a notable
improvement over the government's earlier refusals to pardon any of the debt, critics say it still
leaves an unpayable amount that could force many small landholders into foreclosure. By some
estimates, 130,000 to 150,000 campesinos, mostly those who received land under agrarian reform
programs in the 1980s, have fallen deeply into debt due to the economic dislocations caused by the
civil war and a shortage of credit and government assistance.
President Armando Calderon Sol's administration has taken more than a year to settle on a policy
to deal with the agricultural debt, calculated at about US$345 million. At first, the administration
turned a deaf ear to proposals for any reduction of the debt. In 1995, campesino organizations
petitioned the Legislative Assembly to pardon the total accumulated debt under a 1992 law
mandating government assistance to productive sectors of the economy that were hurt by the civil
war. But Economy Minster Eduardo Zablah and Treasury Minister Manuel Enrique Hinds opposed
debt pardon on the grounds that some debtors had already paid off their obligations and therefore it
would be unfair to forgive debts of those who had not paid.
The enormous debt burden is blamed by many economists for much of the decline in agricultural
output. Thus, the hard line against debt pardon conflicted with the administration's announced
policy of "reactivating" the agricultural sector. To that end, the Central Bank (Banco Central de
Reserva, BCR) reported that, in the first nine months of 1995, debts of less than US$573 were
forgiven and all others were reduced by 50%. Debtors were given 20 years to pay the remainder at
lowered interest rates.
However, agricultural debtors complained that, without greater access to credit to finance their
operations, a partial debt pardon would not end the crisis in agriculture. They argued that
government policy favors the industrial export sector over agriculture. From a high of US$330,000
in 1992, credit made available to the agricultural sector dropped to US$229,000 in 1994. During the
same period, credit to other sectors leaped from US$1 million to US$1.9 million. The government
has tried to remedy the credit crunch by setting up a US$34.4 million agricultural credit fund that
would be managed by the investment bank Banco Multisectorial de Inversion (BMI), which is
part of the Central Bank. However, some observers believe most of the fund will go to the larger
landholders instead of to campesinos. On March 25, four campesino organizations reached an
agreement with the government on a legislative package of three bills designed to resolve the debt
question and to reactivate the agricultural sector. The president promptly sent the bills on to the
Assembly.
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Taken together, the three laws would slash the debts of individual campesinos and cooperatives
by some US$225 million, which would then free them to seek credit to improve their holdings and
increase production. Technically, the debt is not really pardoned. First, it is amortized over 30 years.
Then, the debt is calculated in currency that is expected to loose 65% of its value through inflation by
the end of the 30-year period. By paying the deflated value of the debt now, the debtor would benefit
from a 65% discount in terms of present-day currency. The debt would be entirely liquidated for
cooperatives if they paid the remaining 35% in full before the end of a short grace period. Individual
landholders benefit from the same discount but would also receive an additional US$573 credit as a
reward for "sustaining the nutritional security of the nation during the [civil] conflict," as Orlando
Arevalo, president of the campesino group Confederacion Nacional Campesina (CNC), put it.
If unable to pay the 35% within the grace period, cooperatively held land would be divided and
assigned to members individually, who would then qualify for the discount and credit.
For many, the credit would be enough to cover their remaining debts after allowing for the discount.
Debts of less than US$1,638 would be cancelled altogether. However, nothing in the three laws offers
government help to pay off the remaining obligation. Indeed, under the new laws, the outstanding
debt, which in most cases would be 35% of the total, would be transferred from government to
private banks. Members of the Asociacion Democratica Campesina (ADC), which opposes the laws,
say that once in private banks, the balance of the debt would have to be refinanced by five-year
mortgages at the current 20% to 22% interest rates. "In five years we will be worse off," said an ADC
member. Once mortgaged, campesino land could be foreclosed in case of nonpayment and sold at
deflated values.
Opponents see the laws as, at best, a half-measure that will not resolve the debt crisis nor reactivate
agriculture, and, at worst, a system that will put campesino holdings back into the hands of the large
landowners whose estates were broken up to make way for the agrarian reform. ADC members
marched through the capital and held a demonstration in front of the Assembly on March 27
to protest what they call the "privatization" of campesino debt. ADC leader Carlos Rodriguez
abandoned the organization's earlier insistence on complete debt cancellation to propose that the
Assembly change the plan to provide that the state banks continue to hold agricultural debt instead
of transferring it to private banks. The proposal would make the discounted debt payable over a 30year period at an interest rate no greater than 6% and with a five-year grace period.
Rodriguez predicted that if the administration's proposal became law, 130,000 members of
cooperatives would loose their land to foreclosure by private banks. Rodriguez contrasted the
government's solution of the campesino debt with the bailout of troubled businesses in 1993 at a
cost to the government of US$227 million. Calderon Sol officially presented the 65% plan on April
18 while speaking at the fourth anniversary celebration of the Confederacion Nacional Campesina
(CNC), which supports the plan. On April 25, 15,000 campesinos and their supporters who oppose
the government proposal held a protest march in the capital to deliver a another counterproposal to
the Assembly from the Foro para la Defensa del Sector Agropecuario (FDSA). The proposal would
cancel the debts of women who are heads of households, widows, war wounded, and cooperatives
that do not have the money to pay. In addition, cooperatives that are able to pay would receive a
90% discount instead of 65% and would pay the remaining 10% over 30 years at 6% interest with a
six-year grace period.
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For other categories of debtors, the discount would be 75% and the remainder paid off over 25
years at 4% with a five-year grace period. An ADC flyer distributed during the march said that the
real motive behind the government's new policy was to reverse the agrarian reform. On May 10,
the Assembly approved the president's proposal with some modifications, chief of which was to
increase the discount from 65% to 70%.
The change did not satisfy ADC leaders who, on the same day the bill passed, announced the
beginning of a legal battle against it. ADC official Eulogio Villalta said that the indebted campesinos
did not have the ability to pay the 30% that is now due and payable. Therefore, once the law goes
into effect, ADC will bring a suit of unconstitutionality against it in the Supreme Court. The suit
will charge that the law violates Article 114 of the Constitution, which requires the state to protect
and promote campesino cooperatives. [Sources: Inforpress Centroamericana (Guatemala), 02/15/96;
Agence France-Presse, 04/18/96; Agencia Centroamericana de Noticias Spanish News Service,
04/18/96, 04/19/96; El Diario de Hoy, 03/20/96, 03/25/96, 03/26/96, 03/27/96, 03/28/96; La Prensa
Grafica, 03/26/96, 03/29/96, 03/30/96; Reuter, 04/25/96, 05/10/96]
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